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COMMUNITY HEALTH NYSE-CYH 25.78 7.9 8.4
17.0 0.51 Nil

TIMELINESS 2 Lowered 4/22/11

SAFETY 3 New 9/24/04

TECHNICAL 1 Raised 6/3/11
BETA 1.20 (1.00 = Market)

2014-16 PROJECTIONS
Ann’l Total

Price Gain Return
High 85 (+230%) 34%
Low 55 (+115%) 21%
Insider Decisions

J A S O N D J F M
to Buy 0 0 0 0 0 0 0 0 0
Options 0 0 0 0 1 0 0 0 0
to Sell 0 0 0 0 0 0 0 0 1
Institutional Decisions

3Q2010 4Q2010 1Q2011
to Buy 121 97 133
to Sell 134 151 105
Hld’s(000) 87589 86942 89750

High: 37.2 35.4 30.5 27.7 30.9 40.7 40.0 44.5 40.1 38.0 42.3 42.5
Low: 13.1 21.3 18.5 15.8 23.2 27.0 31.0 27.7 10.5 13.0 25.6 22.3

% TOT. RETURN 5/11
THIS VL ARITH.*

STOCK INDEX
1 yr. -26.5 28.8
3 yr. -20.5 38.8
5 yr. -24.0 53.2

Community Health Systems was formed in
1985 and incorporated in Delaware in 1996.
In 1996 the stock was purchased by Af-
filiates of Forstmann Little & Co. The com-
pany went public on June 9, 2000, offering
18.75 million shares priced at $13.00 each.
The IPO, which raised approximately $245
million, was underwritten by Merrill Lynch. A
second offering of 10 million shares was
completed on October 30, 2000.
CAPITAL STRUCTURE as of 3/31/11
Total Debt $8860.1 mill. Due in 5 Yrs $7400 mill.
LT Debt $8794.1 mill. LT Interest $655.0 mill.

(Total interest coverage: 1.8x)
(79% of Cap’l)

Leases, Uncapitalized: Annual rentals $46.2 mill.
Pension Assets-12/10 $34.4 mill.

Oblig. $39.7 mill.

Pfd Stock None

Common Stock 93,951,711 shs.
MARKET CAP: $2.4 billion (Mid Cap)
CURRENT POSITION 2009 2010 3/31/11

($MILL.)
Cash Assets 344.5 299.2 270.7
Receivables 1617.9 1714.5 1766.1
Inventory (Avg Cst) 302.6 329.1 329.3
Other 410.0 528.4 469.9
Current Assets 2675.0 2871.2 2836.0
Accts Payable 428.6 526.3 547.7
Debt Due 66.5 63.1 66.0
Other 962.7 1052.6 992.1
Current Liab. 1457.8 1642.0 1605.8

ANNUAL RATES Past Past Est’d ’08-’10
of change (per sh) 10 Yrs. 5 Yrs. to ’14-’16
Revenues 23.5% 29.5% 7.0%
‘‘Cash Flow’’ 21.5% 20.5% 9.5%
Earnings 34.0% 10.0% 14.5%
Dividends - - - - Nil
Book Value 9.5% 7.5% 11.5%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

2008 2689 2655 2735 2761 10840
2009 2912 3017 3087 3092 12108
2010 3161 3171 3252 3403 12987
2011 3405 3465 3525 3605 14000
2012 3625 3675 3725 3800 14825
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
2008 .52 .52 .53 .62 2.19
2009 .63 .66 .65 .71 2.65
2010 .75 .74 .76 .76 3.01
2011 .80 .80 .82 .83 3.25
2012 .85 .86 .88 .91 3.50
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID

Mar.31 Jun.30 Sep.30 Dec.31
2007
2008 NO CASH DIVIDENDS
2009 BEING PAID
2010
2011

2001 2002 2003 2004 2005 2006 2007 2008
17.20 22.27 28.72 38.04 39.95 46.42 74.53 118.46
1.71 2.26 2.79 3.61 3.81 4.26 5.39 7.71
.54 1.05 1.30 1.58 2.02 2.20 1.90 2.19
- - - - - - - - - - - - - - - -

.85 1.05 1.48 1.88 2.01 2.39 5.47 7.56
11.33 12.29 13.69 14.15 16.72 18.33 17.89 18.28
98.47 98.81 98.68 87.62 93.56 94.05 95.64 91.51
51.0 23.2 16.3 16.9 17.6 16.6 18.7 13.4
2.61 1.27 .93 .89 .94 .90 .99 .81

- - - - - - - - - - - - - - - -

1693.6 2200.4 2834.6 3332.6 3738.3 4365.6 7127.5 10840
37.3% 36.5% 35.9% 14.9% 15.3% 14.5% 14.2% 13.7%
119.7 118.2 143.8 158.4 166.2 188.8 332.6 499.1
48.6 105.3 131.5 158.2 190.1 211.5 182.8 206.7

48.6% 41.1% 40.2% 39.2% 38.8% 38.4% 38.3% 38.5%
2.9% 4.8% 4.6% 4.7% 5.1% 4.8% 2.6% 1.9%
195.0 329.3 298.0 453.1 476.8 446.1 1105.0 1071.1
980.1 1173.9 1445.0 1804.9 1648.5 1905.8 9077.4 8938.0

1115.7 1214.3 1350.6 1240.0 1564.6 1723.7 1710.8 1672.9
4.7% 5.8% 6.0% 6.5% 7.3% 7.1% 3.4% 5.0%
4.4% 8.7% 9.7% 12.8% 12.2% 12.3% 10.7% 12.4%
4.4% 8.7% 9.7% 12.8% 12.2% 12.3% 10.7% 12.4%

- - - - - - - - - - - - - - - -

2009 2010 2011 2012 © VALUE LINE PUB. LLC 14-16
130.14 140.14 147.35 156.90 Revenues per sh 196.75

8.68 9.60 10.15 10.95 ‘‘Cash Flow’’ per sh 15.10
2.65 3.01 3.25 3.50 Earnings per sh A 5.90

- - - - Nil Nil Div’ds Decl’d per sh Nil
6.20 7.20 7.90 8.45 Cap’l Spending per sh 9.70

21.66 24.28 26.75 30.45 Book Value per sh C 40.85
93.04 92.67 95.00 94.50 Common Shs Outst’g B 93.00

9.8 11.4 Bold figures are
Value Line
estimates

Avg Ann’l P/E Ratio 12.0
.65 .73 Relative P/E Ratio .80
- - - - Avg Ann’l Div’d Yield Nil

12108 12987 14000 14825 Revenues ($mill) 18300
13.5% 13.3% 13.0% 13.0% Operating Margin 13.5%
566.2 609.8 660 700 Depreciation ($mill) 850
241.6 280.0 305 335 Net Profit ($mill) 555

31.7% 31.5% 32.0% 32.0% Income Tax Rate 32.0%
2.0% 2.2% 2.2% 2.2% Net Profit Margin 3.0%

1217.2 1229.2 1265 1250 Working Cap’l ($mill) 1350
8844.6 8808.4 8600 8400 Long-Term Debt ($mill) 7800
2015.4 2250.4 2550 2875 Shr. Equity ($mill) 3800

5.2% 5.5% 5.5% 6.0% Return on Total Cap’l 8.0%
12.0% 12.4% 12.0% 11.5% Return on Shr. Equity 14.5%
12.0% 12.4% 12.0% 11.5% Retained to Com Eq 14.5%

- - - - Nil Nil All Div’ds to Net Prof Nil

Company’s Financial Strength B
Stock’s Price Stability 40
Price Growth Persistence 55
Earnings Predictability 85

(A) Diluted earnings. Excludes nonrecurring
losses: ’05, 23¢; ’06, 42¢, ’07, $1.35. Excludes
discontinued operations: ’09, 1¢; Q1 ’11, (14¢).
Next earnings report due mid-July.

(B) In millions. (C) Includes intangibles: In 2010: $4199.9 mil-
lion, $45.32/share.

BUSINESS: Community Health Systems engages in the ownership,
leasing, and operation of general acute care hospitals in non-urban
communities in the U.S. As of 12/31/10 it operated 130 hospitals in
29 states. Community Health is the largest non-urban provider in
terms of facilities and second largest in terms of revenue in the U.S.
Its hospitals offer a wide range of inpatient and outpatient medical

services. Acq’d Southside Regional, 8/03; Laredo Medical Center,
10/03, Triad, 7/07; Forum Health, 10/10. Has about 87,000 full-time
employees. Off./dir. own 6.5% of common; Franklin Mutual Ad-
visors, 9.4% (4/11 Proxy). Chairman, President & CEO: Wayne T.
Smith. Inc. DE. Address: 155 Franklin Road, Suite 400, Brentwood,
TN 37027. Telephone: (615) 373-9600. Internet: www.chs.net.

Community Health faces some
residual effects from its bid to acquire
Tenet Healthcare (THC). In the midst of
the hostile takeover battle, the rival hospi-
tal operator filed a lawsuit in Texas feder-
al court accusing Community of inflating
its profits, and thus its potential cost sav-
ings from a merger. In the wake of the al-
legations, shares of CYH took an intraday
plunge of 45%. Community has since filed
a motion to dismiss the lawsuit, dropped
its $7.3 billion offer to buy Tenet, and
withdrawn its nominees for Tenet’s board.
However, it recently received a subpoena
from the SEC requesting related docu-
ments. Meanwhile, Tenet has filed an
amended complaint seeking damages to
recover costs incurred in fending off the
takeover.
Legal issues will likely remain a near-
term overhang on the stock. Now that
Community Health has withdrawn its bid,
it will likely take several months for the
lawsuit issue to be resolved, unless Tenet
decides to drop the litigation. In the inter-
im, after briefly recovering more than half
their losses, CYH shares have drifted back
closer to their 52-week lows.

The current valuation may present a
compelling entry point for more-
aggressive accounts. The stock remains
an Above-Average (2) selection for the year
ahead, largely based on positive earnings
momentum. However, because the shares
have not fully recovered likely indicates
some market uncertainty regarding the
outcome of the lawsuit and investigation.
Thus, most investors will likely be best
served waiting on the sidelines until these
matters are resolved.
In the meantime, the company has
posted fairly decent numbers. Reve-
nues from continuing operations rose 9%
in the first quarter, fueling a 7% increase
in the bottom line. Total admissions rose
1.4% in the period, but this was largely
due to acquisitions, as same-hospital ad-
missions were down 3.4%. The latter was
largely a result of a shift toward more out-
patient services versus hospital stays.
Same-facility revenues, however, were up
5.1% in the period. Overall, we continue to
look for a 5%–10% increase in share net
for the year, with a similar range likely in
the cards for 2012, as well.
Mario Ferro June 17, 2011

LEGENDS
4.5 x ″Cash Flow″ p sh. . . . Relative Price Strength

Options: Yes
Shaded areas indicate recessions
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